) MINING AND 
FEXPLORATION.. 22-6. 
AWMITEDINPL, 


T 1972 EDMONTON, ALBERTA 


OFFICERS Alvin Harter, President 
Robert A. Evans, First Vice-President 
Ronald Komarnisky, Second Vice-President 
Gordon H. Shaw, Secretary-Treasurer 


DIRECTORS Robert A. Evans, St. Albert, Alberta 
Alvin Harter, Edmonton, Alberta 
Wilhelmus Kocken, Surrey, B.C. 
Ronald Komarnisky, Kelowna, B.C. 
Robert Lee, Burnaby, B.C. 
Helge Pearson, North Vancouver, B.C. 
Gordon H. Shaw, Edmonton, Alberta 


OPERATING Mine Manager, Michael Stoner, AGSM P.Eng. 
Mine Geologist, Wm. T. Ellis, B.Sc.-Geol. 
Mechanical Supervisor, Joe Erskine 
Mill Superintendent, Edward Schmidt 


Mine Office Manager and 
Safety Supervisor, Del Peters 


Head Office Manager, E. Esslinger 
Chief Geologist, H. A. Sanche, B.Sc. P.Geol. 


AUDITORS Thorne, Gunn Helliwell & Christenson 
800 Bank of Montreal Building 
Edmonton, Alberta 


BANKERS Bank of Montreal 
Royal Bank of Canada 


SOLICITORS Bishop & McKenzie 
700 Bank of Montreal Building 
Edmonton, Alberta 


SHARE LISTING Calgary Stock Exchange 


TRANSFER AGENTS Canada Permanent Trust 
455 Granville St., Wancouver, B.C. 


Calgary, Alberta 
Edmonton, Alberta 


HEAD OFFICE 204, 8631 - 109 Street 
Edmonton, Alberta 


MINE OFFICE Camsell River, Great Bear Lake, N.W.T. 
Mailing Address: 
Box 5000 
Hay River, N.W.T. 


PRESIDENT’S MESSAGE 


The period since my last report to you in June, 1972 has 
been one of the most significant in our corporate history. Many 
myths and rumors have been dispelled — particularly with respect 
to the ability of the mine to produce considerable quantities of 
silver, continuously and profitably. The production values realized 
since recommencement of operations in May, 1972 and the 
operating profits of the mine itself are reaching levels predicted 
possible in our 1969 Annual Report. That the mine has had the 
potential to produce in this fashion has never been in doubt — at 
least in the minds of your management and many of our shareholders. Our inability to attain the 
present production levels sooner was due solely to the lack of capital required to bring it off. The 
obstacles that have appeared in our path in our search for funds have been astonishing. The forms 
of financing presently funding our operation are costly and as a consequence, will impact our cor- 
porate profitability for a period of time. We have not ceased however, to search for alternate, more 
attractive financing, about which we expect to advise you in the very near future. 


The longer term outlook for our mine is also most promising. This view is shared by a prom- 
inent mining engineer, Mr. L. J. Manning of Vancouver, B.C., who, in September, 1972 wrote a 
very positive report on the property, to which reference is made later in this Annual Report. The 
company’s potential is further enhanced by the apparent significant silver values present in the 
Norex property. 


Our longer term objective is to broaden the scope of this company, within the feasible limits 
of financing and personnel. In this respect, I am pleased to advise you that an agreement has been 
reached between ourselves and Duke Mining Limited whereby we will have the opportunity of 
acquiring a 50% interest in their gold prospect at Bucham Lake, N.W.T. The recent dramatic 
increase in gold prices from the $40 per ounce level to around $64 per ounce makes this a most 
attractive situation. 


Terra has been fortunate in the past few months in acquiring the services of several highly 
competent technical and administrative personnel. Among these was Mike Stoner who joined us 
in May, 1972 as Mine Manager bringing many years of mining experience to the company. Edwin 
Esslinger, who took the position of Office Manager in October, lends a strong background in 
accounting and administration to our operation. The company presently employs 65 people, 58 of 
whom are located at the mine. 


Because of the fine efforts of our employees, cooperation beyond expectation from our 
creditors, but most of all, the faith and loyalty of our shareholders both large and small, we were 
put into a position to prove to you and all other Canadians that the mine is and will be profit- 
able and rewarding for all concerned. 


Sincerely, 
Alvin Harter, President 
NOVEMBER 6, 1972 


November 6, 1972 


ANNUAL REPORT TO SHAREHOLDERS 
PRODUCTION 


Due to the deferment of our 1971 Annual Report; only 5 months have elapsed since we 
last reported on the operation of the mine. As we stated then, due to a lack of adequate financing, 
our mining operations were forced to a halt in December, 1971. Under a new financial arrangement 
we were able to recommence operation on May 5, 1972. 


In the 12 month period ending August 31, 1972, 1,397,139 ounces of silver and 219,448 
pounds of copper were produced, in spite of the 5 month shut down. To give a more realistic view 
of the mine’s current capability, consider the most recent 6 months results, as follows: 


Tons Ounces of Pounds of Mill Operating 

Month Milled Silver Copper Days 
May/72 2,274 104,208 22,301 24.1 
June 33995 160,499 13,529 23.6 
July 3,938 287,020 BI D13 23:5 
August 3,575 288,551 37,806 PL8) 
September 2,886 337,956 12,785 17.8 
October 3,675 306,728 24,691 23) 

Six Month 

Total 19,943 1,484,962 146,685 135.5 


Note that some minor equipment problems impacted the mill operation in September and 
October. While these problems have been rectified, similar situations can be expected periodically, 
particularly in remote operating locations such as ours. 


SALES 


PRODUCTS 


Two types of concentrate are presently produced at Terra’s plant at Great Bear Lake. 
Approximately 70% of the silver in the ore is in native form and can be taken out by the use of 
“jig pumps” following the first pass through the ball mill. This very high grade “Jig” concentrate 
typically runs 4,000 to 5,000 ounces of silver per ton and is put up in 100 pound bags. The bal- 
ance of the ore is ground extremely fine and put through a flotation process. This produces a 
“Bulk” concentrate, which typically runs around 1,000 ounces of silver per ton, with about 15% 
copper. It is packaged in cardboard, plastic-lined and metal strapped containers, which when filled, 
weigh in excess of one ton each. 


“Jig” is usually brought out on back hauls by the company DC-3 aircraft as it makes reg- 
ular supply flights between the minesite and Hay River. The shipment of “Bulk” is regulated by 
surface transportation conditions which effectively limits us to two periods and methods, namely: 
overland by truck on winter roads in winter, and water routing in summer by barge on Great 
Bear Lake and down the McKenzie River to Hay River. From Hay River to the markets, concen- 
trate travels by truck, rail and ship. 


EXPORT MARKET 


All sales are being made to foreign markets. Recent shipments of “Jig” have gone to 
American Smelting and Refining Company in Helena, Montana through British Metals Corpora- 
tion. A substantial amount of “Bulk” is being sold to Mitsubishi Corporation in Japan. Other ship- 
ments have gone as far afield as Peru and Sweden. 


To date, marketing has been done on a spot shipment basis. The pros and cons of a long 
term contract have been seriously weighed. Such a move would appear to have disadvantages due 
to environmental clauses and labor escalation costs being built into the contract and bringing a 
lower net realization to Terra. 


Fortunately, we are selling a product which is generally in short supply and no sales prob- 
lem has been encountered thus far. We are not opposed, however, to a term contract if the right 
terms can be obtained. 


Total amounts of concentrate produced in net realizable dollars for the year ending Aug- 
ust 31, 1972 was $1,965,376. (During that time the mine was shut down for a five month period. ) 
That figure compares with the August 31, 1971 year-end of $1,357,619. 


METAL PRICES 


The world price of silver has shown considerable strength in the past few months, and is 
currently at the $1.80 per ounce level, a substantial increase over the $1.27 per ounce price of a 
year ago. Several commodity newsletters quote expectations of a $2.00 level in the near term. Cop- 
per prices have remained constant in the 45¢ to 50¢ per pound range. 


EXPLORATION 


CLAIMS 


A total of 92 additional mineral claims were staked in the immediate Terra-Norex area on 
the Camsell River, N.W.T. Forty-seven of these claims are held by Terra and the remainder are 
held jointly by Terra and Norex on a 50-50 ownership basis. Sufficient assessment work has been 
done to hold these claims in good standing until May, 1974. The claim groups are all located 
such that above average possibilities exist for discovery of ore in commercial quantities on these 
claims. 


SURFACE EXPLORATION 

Due to a lack of exploration funds, some of the proposed 1972 exploration program will 
be deferred, for initiation during the 1973 season. For example, both the proposed magnetometer- 
Electromagnetic-Scintillometer survey extension and the Norex underground exploration and de- 
velopment will be delayed until 1973. 


During 1972 Terra completed approximately 3,000 feet of surface diamond drilling on a 
geophysical target 600 feet west of the Number 9 Vein. This target was picked because of its proxi- 
mity to the underground workings and the possibility of locating relatively accessible quantities 
of new high grade ore. Expensive surface drilling was discontinued as soon as good mineralization 
was confirmed. Several similar geophysical targets, on strike but progressively farther from the 
underground workings remain to be tested at a later date by diamond drilling. 


DEVELOPMENT 


UNDERGROUND 


With the surface drilling program returning good indications of mineralization in parallel 
with and similar to the rich 7, 8 and 9 veins, drifting has commenced underground towards this new 
area from both the first and second levels. When drifting approaches the new veining, the under- 
ground drill will be used to confirm grade and mineral consistency of the new find. In the area of the 
present workings, the main haulageway is presently being extended from the third level down- 
wards to the fourth level. 


ORE RESERVES 

Despite the fact that the amount of underground drilling and exploration drifting was re- 
stricted during the year by limited exploration funds, ore reserves have remained at a relatively 
constant level. With an increased exploration and development budget for 1973, we anticipate 
bringing Terra’s ore reserve figures considerably above the present level. 


Based on a report by the company’s Chief Geologist, Mr. H. A. Sanche, B.Sc., P.Geol., 
following is a summary of ore reserves as of August 31, 1972. 


Tons Ounces Ag/Ton Average Grade 
1. Broken in Stopes 1,510 137 
2. Available Ore 9,345 114 
3. Probable Ore 11,875 133 
10% Dilution on 2 & 3 2122 = 
TOTAL 30,852 119 


These figures do not include any additional ore that will be available eventually from the 
4th Level, nor from the new discovery area to the west. 


Broken ore grades are obtained from systematic daily chip sampling in Stopes. “Available 
ore” grades are obtained from sampling in raises, drifts, and other development headings and have 
proven to be quite reliable. The “probable ore” is reasonably assured but not fully developed and in 
most cases, grades are inferred from similar sections previously mined. 


During the year individual Stope chip samples have reached as high as 3,318 ounces silver 
per ton across 3.3 feet. During August, 1972, 52 chip samples taken across a stope width of 3.2 
feet averaged 430 ounces silver per ton, representing the grade of approximately 1,500 tons of 
the total ore broken during the month. 


RESERVE DEVELOPMENT OPPORTUNITIES 

In a complete and comprehensive report on the company and the mine, prepared by Mr. 
L. J. Manning of L. J. Manning & Associates Ltd., Consulting Mining and: Geological Engineers 
of Vancouver, B.C., dated September 17, 1972, Mr. Manning stated: 


“As of the 31st of August, 1972 your company has demonstrated conclusively that 
mining the silver veins at your Camsell River silver property and concentrating the 
ore with existing equipment can be economically viable.” 


In a discussion concerning the need to develop further reserves in this property, he goes on 
to say, 


“The surface drilling program, conducted this summer, encountered about 8 feet of 
massive ‘grey metal’ 700 feet west of No. 9 vein. Previous drilling had encountered 
unmineralized sections of several veins between No. 9 vein and the discovery. 
These results, plus indications of a similar geologic environment for at least 2,000 
feet west of the No. 9 vein, indicate that the geologic opportunities for developing 
the required reserves are fair to good. If the Norex property is considered, then 
chances are good to excellent for developing such reserves.” 


“At no time are reserves likely to exceed 3 to 5 months mill supply. To increase the 
reserves would require excessive development investment.” 


DEVELOPMENT AT NOREX 

One of the essential factors in the development of the Norex property is the construction 
of a road linking it with the Terra minesite, simplifying the transport of materials and ore. A re- 
cently acquired D-6 Caterpillar Tractor is being utilized for this purpose. The road has now been 
roughed in and will be completed in 1973. Access to the Norex airstrip will also be greatly en- 
hanced, thus reducing materials handling costs associated with our DC-3 airfreighting operation. 


All of our commitments to Norex due at this date, financial as well as development work, 
have been met. 


Thorne 
Gunn 


& (ZO, CHARTERED ACCOUNTANTS 


AUDITORS' REPORT 


To the Shareholders of 
Terra Mining and Exploration Limited (N.P.L.) 
We have examined the balance sheet of Terra Mining and Exploration 
Limited (N.P.L.) as at August 31, 1972 and the statements of deferred expenses 
and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary 


in the circumstances. 


In our opinion these financial statements present fairly the fin- 
ancial position of the company as at August 31, 1972 and the results of its 
operations and the source and application of its funds for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. 


Te ON AA 
Edmonton, Alberta ; 


October 13, 1972 Chartered Accountants 


OFFICES THROUGHOUT CANADA AND ASSOCIATES THROUGHOUT THE WORLD 
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TERRA MINING AND EXPLORATION LIMITED (N,P.L. ) 


STATEMENT OF DEFERRED EXPLORATION AND DEVELOPMENT EXPENSES 


YEAR ENDED AUGUST 31, 1972 


(with comparative figures for 1971) 


Balance at beginning of year 


Expenses during year 
Mine development 
Mill start-up 
Norex claims development 
Administrative 
Interest 
Financing fee (note 7) 
Depreciation 


Deduct 
Metal production (note 1) 


Less costs recovered (note 5) 


Balance at end of year 


1972 


$3,534, 786 


3335913 
864,041 
80,939 
180,372 
535,885 
237,185 
210, 808 


2,493,143 


6,027,929 


1, 860; 380 


4,167,549 


199,900 
$3,967,649 


UDB 


92,071,797 


600; 361 
1,426,512 


E27 397 
384, 160 


282,178 


2,820,608 


4,892,405 


1,357,019 


3,534, 786 


$3,534, 786 


TERRA MINING AND EXPLORATION LIMITED (N.P.L. 


) 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


YEAR ENDED AUGUST .31, 1972 
(with comparative figures for 1971) 


1972 
SOURCE OF FUNDS 
Sale of 10% interest in mine 
property (note 5) $ 500,000 
Sale of government bond 4,881 
Issue of shares for cash = 
12% Convertible loans - 
504, 881 
APPLICATION OF FUNDS 
Exploration and development expenses, net 632,763 
Items not involving current funds 
Depreciation (210, 808) 
Loss on sale of assets CE7, 330) 
Accrued financing fee (237, 185) 
167,440 
Investment in Norex property (note 2) 200,000 
Additions to fixed assets 103, 732 
Conversion of 12% convertible loans - 
Acquisition of mining claims 753 
Reduction of long-term portion of 
loans payable 184,165 
656,090 
INCREASE IN WORKING CAPITAL DEFICIENCY 151,209 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF YEAR 3,401,535 
WORKING CAPITAL DEFICIENCY AT END OF YEAR $35952;3 144 


S$ = 


210,000 
100, 000 


310,000 


1,462,989 
(282,178) 


1,180,312 


48,519 
210,000 


148, 000 


1,587, 330 


1,277, 330 


2,124,205 
$3,401,535 


TERRA MINING AND EXPLORATION LIMITED (N.P.L. ) 
NOTES TO FINANCTAL STATEMENTS 


YEAR ENDED AUGUST 31, 1972 


1. ORE CONCENTRATES AND SMELTER SETTLEMENTS OUTSTANDING 
In computing the estimated net realizable value of smelter settle- 
ments outstanding and concentrates on hand and in transit, the fol- 
lowing metal prices were used: 


August 31, -1972 


Silver - $1.79 per ounce 

Copper - $ .46 per pound 
August 31, 1971 

Silver - $1.34 per ounce 

Copper - § ,53 per pound 


Allowances have been made for estimated transportation, royalty and 
smelter charges in computing the net realizable value of the ore 
concentrate inventory and the value of metal production for the year. 


2. INVESTMENTS 


1972 1971 
Government of Canada Bond, at cost S - S* 5, 000 
100,000 Escrowed shares, Duke Mining 
Ltd; Fat rcos't 10,000 10,000 
50% Undivided interest, Norex mining 
properties, at cost 200,000 = 
$210,000 $ 15,000 


During the year, the company purchased from Norex Resources Limited a 50% 
undivided interest in 33 claims including all mine installations, equipment 
and stockpiled ore for $200,000. 


Under the terms of this agreement, the company will operate the property 
and all costs and revenue will be shared equally. In addition, the come- 
pany has undertaken to expend $300,000 on exploration and development of 
the property by October 20, 1974 at a minimum rate of $100,000 per year. 


3. MINING PROPERTIES AND CLAIMS 
1972 1971 


Silver Bear claims 
A and AH group, Camsell River, N.W.T.;, 
24 claims $504,647 $504,647 
Terra Mining claims 
Wolf group, Spencer Lake, N.W.T.; 


12 claims 15,000 15,000 
Ben #1, Deadman's Island, N.W.T.; 

1 claim 2 0 | 
ZAP and Neal group, Camsell River, N.W.T.; 

47 claims 267 = 


Norex claims - 50% undivided interest 
ICE, Gossan, A and Fyre groups, Camsell 


River, N.W.T., 46 claims 486 = 
520,421 519, 668 

Less costs recovered (note 5) 100 : 
$520,321 $519,668 


In addition the company has a 50% undivided interest in 33 claims in the 
Mackenzie Mining District on the Camsell River, N.W.T. acquired under an 
agreement with Norex Resources Limited as described in note 2. 
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NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED AUGUST 31, 1972 


4. FIXED ASSETS 


1972 1971 
Accumulated 
Cost Depreciation Net Net 
Buildings $1,761,685 S322 549. $1,439,234 $1,568,492 
Equipment 1,351,680 2055935 1,085,745 1,077,556 
Airstrip, roads and 
mine ramp 48,239 6,436 41,803 45,021 


3, Lot, 604 594,822 255005762 $2,691,069 
Less costs recovered 7 2 
(note 5) 300,000 = 300,000 


$2,861,604 $594,822 $2,266,782 


The company provides depreciation on the following bases and rates; 


Buildings - mill 6 23% strdight line 
- mine 20% diminishing balance 
- living quarters 10% diminishing balance 
Equipment - mill 818% straight line 
- airplane 8 18% straight line 
- mine 30% diminishing balance 
- automotive 30% diminishing balance 
- office 20% diminishing balance 
Airstrip, roads and mine ramp 623% straight line 


5. COSTS RECOVERED 
During the year, the company sold a 10% interest in the mine at Camsell 
River, N.W.T. for a consideration of $500,000. Under the terms of the 
agreement the $500,000 was applied as follows; 


Exploration and development expenses $199,900 
Fixed assets 300; 000 
Mining claims 100 

$500; 000 


The purchaser is to receive 8% of the net smelter returns of the company 
until they have received income totalling $1,000,000, at which time the 
company has the option of repurchasing the 10% interest for $500,000. 


6. LOANS PAYABLE AND ACCRUED INTEREST 
The interest rates on loans vary from 9% to 15%. The company has offered 
options to holders of loans to convert their loans to shares at prices 


ranging from $3.50 to $5.00 per share, which can be exercised up to the 
maturity date of the loans. 


All conversions are subject to the approval of the Alberta Securities 
Commission and the Calgary Stock Exchange. It is not known whether these 
approvals will be received. j 


TERRA MINING AND EXPLORATION LIMITED (N.P.L. ) 
NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED AUGUST 31, 1972 


ACGRUED FINANCING FEE PAYABLE 


The company has agreed to sell its processed ore concentrate under a 
financing agreement which provides for immediate payment of 60% of the 
estimated value of the metal produced, during the period from May 1, 
1972*to' May 1; 1976. 


As a fee for providing this financing, the company agreed to pay to the 
purchaser of the concentrate an amount of $3,500,000 payable as follows: 


May 15, 1976 $ 600,000 
May 15, 1977 600,000 
May 15, 1979 1,700,000 


The company has the option of prepaying the fee on either of the fol- 
lowing bases: 


May 15, 1976 $ 600,000 

May 15, 1977 2,200,000 
or 

May 15, 1976 2,450,000 


The company is presently prepaying the payments required under this 
agreement by paying to the purchaser 5% of gross sale proceeds. 


Under the terms of the agreement, the financing fee of $3,500,000 is 
earned proportionally over the term of the agreement. At August 31, 
1972 an amount of $237,185 has been recorded as an accrual of fin- 
ancing fees payable. 


8. CAPITAL STOCK 
Shares have been issued by the company for the following consideration; 


NO, Of Par 
Shares Value Discount Net 
For cash 1,019,671 $ 509,835 S$ 86,450 $423, 385 
For shares in Silver 
Bear Mine Ltd. 823,835 411,918 - 411,918 
For mining properties 
and claims 823,750 411,875 329,500 82,375 
2,667,256 $1, 333,628 $415,950 $917,678 


Of the 1,647,585 shares issued for mining properties and claims and for 
shares of Silver Bear, 1,109,666 shares are held in escrow. 


Of the shares issued for mining properties and claims, 698,750 relate to 


claims subsequently abandoned. 
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NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED AUGUST 31, 1972 


8. CAPITAL STOCK (cont'd) 


Share Options: 

In addition to the options granted to loanholders (mote 6), the company 
has granted options on 317,500 shares to companies and individuals who 
have provided financing assistance and to directors and officers of the 
company. 


The options are at prices ranging from $3.00 to $5.00 per share and 
expire at dates up to July 31, 1974. 


In total, share options on 224,824 shares at prices from $3.00 to $5.00 
per share have been approved by the Alberta Securities Commission. Of 


these, options on 69,824 shares have expired since being approved. 


It is not known whether the balance of the options will be approved. 


9. CONTINGENT LIABILITIES AND COMMITMENTS 


As part of the consideration on the acquisition of the Silver Bear claims 
in 1969, the company became obligated to pay 5% of the net smelter returns 
from all minerals produced from the claims to a trust created by the vendor 
of the claims. 


10. COMMENCEMENT OF PRODUCTION 


Following the start up of Terra's mill in May 1972 after a shutdown 
extending over several months, production in commercial quantities was 
achieved on a sustained basis by August 31, 1972. All costs prior to 
this date were included in preproduction expenditures and the value of 
metal produced was credited against these expenditures. 


li. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


Remuneration of the company's directors totalled $950 for 1972. In 
addition, directors who are also senior officers received $34,668 for 
1972 and $9,000 for 1971 as remuneration in their capacity as senior 
officers, 


As of August 31, 1972, $17,217, ($9,000 as of August 31, 1971) was un- 
paid with respect to remuneration of directors and senior officers. 
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